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CREDIT AND COLLECTIONS
IN THE HOSPITAL
The author discusses special credit problems encountered by hospitals because of
their vital service to the community, often on an emergency basis,—that of bringing
sick people back to health and well-being.
Frances Forrester

Atlanta, Georgia

Credit is generally accepted as a way of
life today, a characteristic of our age. The
extension of credit covers every product and
service and the American people take it for
granted in their personal financial planning.
Credit plays an important role in our entire
economy. Its impact is a most vital factor.
Is it not reasonable then to expect the
hospital to offer its service on a credit basis?
And certainly a well informed public can
and should be educated to accept its policies
regarding credit just as it does those of
business.
Let us look at some of the differences in
the problems of credit extension by the hos
pital versus that of business. Primarily, the
hospital is engaged in a vital service to the
community, and this responsibility must never
take second place to any other consideration.
In business, the increasing of sales volumes
and profits are the major considerations in
establishing credit policies. As a matter of
fact, we have seen the development of these
as a selling tool definitely tailored to stimulate
sales.

cannot put a ceiling on credit; whereas
business can, without hesitation, limit the
amount of credit to be extended. Higher
credit is often, therefore, extended by the
hospital than by any other creditor. Generally
speaking, business has more time to inves
tigate credit requests than does the hospital,
and as a result can more likely set up terms
which can be met satisfactorily.

Hospital Position
What then should be the hospital’s position?
Is it right that it should always be so lenient?
The hospital is no longer a charitable place
of refuge for the unfortunate, but a place
concerned with health care for the entire
community. It has become a self-sustaining
institution, and in fairness to all members of
the community, those who can pay must pay.
Perhaps the public needs additional educa
tion as to this philosophy, but indications
are it is generally ready to accept the cost of
health care as a financial obligation of its
budget-type way of life. Certainly with the
aid of third party payers—insurance companies,
welfare, medicare—most of the cost of health
care can be met by the patient.
The hospital in turn, needs to be sure it
is securing payment from all who can pay,
not just from those who are willing to pay.

Business Position
Business, if it chooses, can be selective of those
to whom it extends credit. This is seldom true
of the hospital, particularly in the cases of
those persons admitted through emergencies;
it becomes an “involuntary” grantor of credit.1
The hospital in its role of serving humanity

Credit Policy and Procedure
“Credit responsibility................ is twofold:
(1) to formulate a feasible and comprehensive
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In collections, for the hospital as well as
business, it is important to use all available
tools. An aging of accounts receivable should
be made as quickly as possible at the end of
each month. This will serve as an excellent
worksheet for follow-up on delinquent ac
counts.
Letters may be used, their content depend
ing upon the conditions surrounding the
particular account. (A series of form letters
may be developed.)
The telephone is an effective device—the
debtor cannot escape you and you can get
his reaction; but be sure all pertinent infor
mation is at hand and pre-decision of require
ments formulated. If stronger means are nec
essary, good collection agencies should be
selected.
The local credit bureau can be invaluable
as an aid to collections as well as at pre
admission time in determining the degree
of credit risk. Be sure that the collection
department personnel are not inclined to
classify the “will nots” as “cannots”. A positive
approach should prevail in every contact with
the patient.
Personnel of the admitting office should be
carefully selected and thoroughly trained re
garding the credit policies designated by the
Board. They should be understanding and
sensitive so they may be alert to pertinent
information revealed during the interview.
Carefully designed forms should be prepared
so that complete information for credit pur
poses will be secured.
“Every reasonable precaution should be
taken at the time credit is granted.......... ”7
At this initial contact, every effort should be
made to be sure the patient understands the
hospital’s policy, to pinpoint financial respon
sibility and, if needed, to give assistance in
making- credit arrangements. The admitting
department should establish “a clear under
standing between the hospital and patient
before the indebtedness is created and well in
advance of presenting a bill requesting full
payment”.8
Pre-admission Procedure
The hospital has the opportunity to be
selective of some of its patients. As soon as it
receives a request for admission, a pre-admission
questionnaire can be sent. When this is re
turned, the information should be carefully
evaluated, certain portions verified (such as
employment, bank, insurance coverage), and
a credit report secured from the local credit
bureau or other agency if deemed necessary.
If the pre-registration inquiry is not re
turned, this within itself is a danger signal.
If the answer indicates the patient has no

policy and (2) to conduct an equitable billing
and collection program”.2 Credit policies are
the responsibility of the Board of Trustees.
They should be set so as to be compatible
with the practices existing in the given locality
and cognizant of any changing financial con
ditions in the area.
Members of the Board are usually leaders
in the business field who are civic-minded,
and, therefore, policies set by them will likely
be done on a business basis tempered by the
needs of the community and humanitarian
aspects. The Trustees can assist by helping to
inform the community of the importance of
having its hospital operated on a sound finan
cial basis.
The practical implementation of these
policies is the responsibility of the administra
tor. He should see that all hospital personnel
working in any credit-related area are thor
oughly familiar with the policies established
by the Board.
Let us now look at some considerations
for good credit and collection procedures.
“The admitting office is frequently referred
to as the nerve center of the hospital. This
appropriate identification results from the
increasing scope and complexity of this de
partment, which is charged with governing
the flow of patients in accordance with
hospital policies, and serving as a screening
point through which all patients must
pass.......... It is a recognized and proved
fact that a good credit and collection pro
gram in any hospital begins with the initial
indoctrination of incoming patients in the
admitting office. A hospital does not serve
in order to collect money, but it must collect
money in order to serve.”3
“Though the growth of hospitalization plans
has greatly reduced the quantity of credit and
collection problems, the remaining problems
are more acute.”4 Therefore, a systematic bill
ing and collection procedure is essential. “The
key to sound hospital credit is a coherent and
functional billing and collecting policy for
accounts receivable.”5
Billing should be current and accurate.
The collection practices should be firm but
flexible, consistent, and approached in a pos
itive manner.
In collections, time is of the essence. The
majority of bills are paid within the first three
months. During this time, too, there may
be an indication of how well the patient
will live up to his financial agreement. “Good
collections depend first, on the ability and
the willingness of the patient to pay, and
second, on systematic and regular collection
follow-up of those who delay payment.”6
11

insurance coverage, it is possible he is either
unable to pay or will be very slow in paying.
(Those who cannot afford hospitalization
insurance premiums are not likely to be able
to pay hospital bills.)
A careful analysis of the pre-admission in
formation enables the hospital to make a
financial evaluation, to identify bad risks,
and to decide what method of payment will
be acceptable.
Frequently, arrangements may be made
prior to admitting the patient. If he has
previously been a patient, his old ledger card
will show how he paid—his insurance coverage,
whether or not he was a welfare account, or
if collection had to be made through an
agency. Reliable information is the most val
uable aid to extending credit.
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AWSCPA PRESIDENT COMMENTS

AWSCPA APPOINTMENTS

In Summary

In line with Dr. Dubke’s remarks with re
gard to continued study and self-development
was her appointment of vice president Marjorie
June, CPA, Touche, Ross, Bailey & Smart,
Chicago, chairman of the Society’s important
Education and Research Committee. This
committee focuses attention on the values of
accounting career education.
Vice president Dorris C. Michalske, CPA, of
Cleveland was appointed chairman of the
Finance Committee and Dorothea E. Watson
CPA, Arthur Young & Company, Oklahoma
City, was appointed chairman of the Public
Relations Committee.
Directors appointed to serve as committee
chairmen are Sally Self, CPA, Neiman Marcus
Company, Dallas, Texas, Publicity; Patricia
Stanton, CPA, Lybrand, Ross Bros. & Mont-

(continued from page 4)

“Even with five years of formal study,
the accountant, as always, will find that his
“learning” does not cease at commencement.
There is growing support for a program which
would require all practicing CPAs to complete
a certain number of hours or seminars or
study programs in order to maintain his yearly
registration with the state. This only em
phasizes the fact that the profession today
realizes the importance of continuing study
and self-development to enable the CPA to
serve his community and the public. The
good accountant is already meeting these
requirements. State law may soon protect the
public by denying practice to the indifferent
or lazy accountant.”
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